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Annual Meeting 


Arrangements for the annual meet- 
ing of the American Institute of Ac- 
countants to be held at Chicago, Octo- 
ber 15-18, 1934, are proceeding rapidly. 
A tentative draft of the program for the 
business sessions will soon be published. 
It is planned to invite speakers from 
outside the accountancy profession, men 
prominent in governmental and _busi- 
ness circles, to deliver addresses at the 
general sessions. A suggestion is being 
seriously considered that round-table 
discussions on two or more subjects be. 
held in the afternoons of the days of the 
general sessions. 

Representatives of foreign societies of 
public accountants are being invited 
and it is expected that they will par- 
ticipate in the program. The addresses 
will cover a range of topics, including 
matters of vital importance to every 
professional public accountant, regard- 
less of the size of his firm or his geo- 
graphical situation. 

The committee on meetings reports 
that there is every prospect of an ex- 
traordinarily large attendance at the 
meeting. Chicago is almost equally ac- 
cessible from the various states in which 
there are large numbers of certified pub- 
lic accountants. An invitation is being 
extended to all members of state socie- 
ties to attend the meeting, whether they 
are members of the Institute or not, 
and the great progress which has been 
made by accountancy in the past few 
years is expected to stimulate interest 
in the important discussions planned 
for the Institute’s meeting. 

The committee on meetings has ar- 
ranged the program so that Wednesday, 
October 17th, will be wholly devoted 


to recreation and entertainment. Tues- 
day and Thursday, October 16th and 
18th, will be devoted almost entirely to 
business and technical discussions. It 
is believed that this plan will avoid con- 
flict between the business and social fea- 
tures of the program. 

Competition between teams repre- 
senting state societies and chapters of 
the Institute for possession of the Mis- 
souri golf trophy, now in the hands of 
the New York State Society of Certified 
Public Accountants, will take place on 
October 17th. 

The first tournament for possession of 
the recently donated Missouri tennis 
trophy will also take place on that day. 
Rules governing the tennis tournament 
will be announced in the near future. 

The Century of Progress Exposition 
is expected to attract many of the vis- 
itors who do not care to participate in 
sports events. 

Extremely reasonable hotel rates and 
railroad fares to Chicago are available. 
Details were published in the Bulletin 
for May 15th. 

The committee on meetings, in co- 
operation with the Illinois Society of 
Certified Public Accountants, is laying 
elaborate plans for entertainment of 
those in attendance at the meeting and 
the social features of the program are 
expected to be noteworthy. 


Northern Ohio Chapter 


The Northern Ohio chapter of the 
American Institute of Accountants held 
its regular spring meeting on May 2lst 
at the Chamber of Commerce club of 
Cleveland. Members of the Cleveland 
chapter of the Ohio Society of Certified 
Public Accountants attended as guests. 
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H. Brooks Davies, a member of the 
Institute chapter, presented a paper 
dealing with “Some accounting aspects 
of the federal securities exchange act.” 
F. W. Jackson, an officer of the Ameri- 
can Appraisal Co., discussed ““The new 
depreciation regulations—T. D. 4422” 
and their probable effect on accounting 
procedure. His address was followed 
by discussion of the subject in open fo- 
rum. 


Examination Results 


The Institute’s examiners have graded 
the papers of 400 candidates who sat 
for the examinations on May 17th and 
18th in states codperating with the In- 
stitute. The results as reported to the 
coéperating state boards on June 15th 
showed that 21 per cent. of the candi- 
dates passed, 19 per cent. were condi- 
tioned in one subject and 60 per cent. 
failed. These results compare favorably 
with those of the November sessions, in 
which 14 per cent. of the candidates 
passed, 18 per cent. were conditioned 
and 68 per cent. failed. 

Altogether candidates sat for the In- 
Stitute’s examinations in 24 codper- 
ating states which held sessions this 
spring. Four states and one territory 
accepted the modified plan of codper- 
ation offered by the board of examin- 
ers in March, under which the Institute’s 
examination questions are adopted by 
the state boards concerned, but the can- 
didates’ papers are not forwarded to the 
Institute’s board for grading. Under 
the new plan a nominal charge, based 
on the number of candidates, is made 
for the use of the examinations. The 
boards adopting the new plan agree to 
submit to the Institute for review the 
papers of any candidate who later ap- 
plies for admission to the Institute. 
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Local Subcommittees on Develop- 
ment of the Institute 


Under authority of the president the 
chairman of the special committee on 
development of the Institute, Edward E. 
Gore, has authorized the 70 members 
of his committee resident in various 
parts of the country to appoint local 
subcommittees to assist them in their 
work. In his letter to committee mem- 
bers, Mr. Gore said: 


“After creation of the subcommittee it is sug- 
gested that an informal meeting be held for dis- 
cussion of ways and means in which the interests 
of the Institute and the profession may be fur- 
thered in the vicinity. Perhaps in this way 
thoughts may be advanced as to how the Insti- 
tute and the state society could coéperate to 
advantage in certain matters; how information 
about the Institute’s work could be disseminated 
among those who are not members and how cer- 
tified public accountants who are desirable and 
eligible for admission to the Institute may best 
be encouraged to apply.” 


In accordance with this suggestion 
seven local subcommittees have already 
been appointed. In each case the resi- 
dent member of the special committee 
on development of the Institute will 
act as chairman of the subcommittee. 

The personnel of subcommittees al- 
ready appointed is as follows: 


Charles F. Coates, chairman, Hartford, Conn. 
Frederick C. Keller, Jr., Bridgeport, Conn. 
Walter I. Smith, Stamford, Conn. 

Leonard M. Troub, Hartford, Conn. 
William Z. White, New London, Conn. 


Robert Hall Crook, chairman, Meridian, Miss. 
Roy C. Brown, Meridian, Miss. 
Dick D. Quin, Jackson, Miss. 


J. H. Gilby, chairman, Chicago, Ill. 
Clyde C. Hale, Chicago, Ill. 
Alexander Johnson, Chicago, Ill. 
Walter M. LeClear, Chicago, Ill. 
Russell H. Morrison, Chicago, Ill. 
M. E. J. Papke, Chicago, Ill. 
Paul W. Pettengill, Chicago, Ill. 
M. J. Schmaus, Chicago, IIl. 
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J. R. Nelson, chairman, Dallas, Texas 
J. E. Hutchinson, Sr., Dallas, Texas 
Leslie Croft Nye, Dallas, Texas 
Joseph J. Skinner, Dallas, Texas 


August J. Saxer, chairman, St. Louis, Mo. 
P. W. Murdock, St. Louis, Mo. 
A. C. Woods, St. Louis, Mo. 


William R. Tolleth, chairman, Norfolk, Va. 
Frederick B. Hill, Norfolk, Va. 

W. P. Hilton, Norfolk, Va. 

J. A. D. Parrish, Norfolk, Va. 

R. J. Walker, Norfolk, Va. 


Ernest E. Wooden, chairman, Baltimore, Md. 
Herbert L. Langrall, Baltimore, Md. 

Walter Lyon Schaffer, Baltimore, Md. 

Henry Edward Spamer, Baltimore, Md. 
Edward J. Stegman, Baltimore, Md. 


Natural Business Year 


Members and associates of the Amer- 
ican Institute of Accountants are again 
urged by the committee on the natural 
business year to use what influence they 
may command in promoting the wider 
adoption by business men of account- 
ing periods that conform to the natural 
cycles of their operations. 

It has been suggested that members 
present to each of their clients the ad- 
vantages that would accrue to him 
through the adoption of a natural busi- 
ness year. The benefits to accountant 
and client are undisputed by those who 
are familiar with the problem and have 
been set forth many times in the Bulle- 
tin. It is believed that the force of cus- 
tom is the greatest obstacle to the gen- 
eral adoption of natural fiscal periods 
and that this may be overcome through 
persistent suggestion of the advantages 
of the change. 

Bankers and credit men who have 
been approached indicate that they are 
in accord with the views of accountants 
on the matter. If members, acting in- 
dividually or in coéperation with oth- 
ers, should place information on the 


subject before the proper officers of 
banks and credit agencies in their lo- 
calities, it is thought that much may 
be accomplished. 

Now that the accounting provisions 
of codes under the N. I. R. A. are re- 
ceiving attention, the committee be- 
lieves that the time may be advan- 
tageous for accountants engaged in 
work for the code authorities to sug- 
gest the benefits that would arise from 
the adoption of a uniform business year 
by all members of a particular indus- 
try. 

Members are also requested to send 
to the committee what information they 
have on the natural periods of indus- 
tries and especially to inform the com- 
mittee of instances of change from a 
calendar year to a natural year basis. 


Cooperation With Investment Bankers 


Steps toward further codperation be- 
tween the committee on industrial se- 
curities of the Investment Bankers As- 
sociation of America and the Institute’s 
special committee on codperation with 
investment bankers were taken at the 
annual spring meeting of the bankers’ 
association at White Sulphur Springs, 
Virginia, May 19 to 22. 

The meeting was attended by Freder- 
ick H. Hurdman, chairman of the In- 
stitute’s committee. Mr. Hurdman, in 
conference with the committee of the 
I. B. A., suggested a supplementary re- 
port in elaboration of the accounting 
provisions of the code of fair competi- 
tion for investment bankers, to clarify 
the application of these provisions to 
the reports of industrial corporations. 
The suggestion was endorsed by the 
bankers’ committee in its report to the 
board of governors. An early meeting 
between the two committees is planned. 
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Walter L. Boyden 


Walter L. Boyden, of Boston, a char- 
ter member of the American Institute of 
Accountants and senior member of Boy- 
den, Yardley & Guay, died on May 19, 
1934, at Beverly, Massachusetts. Mr. 
Boyden was a certified public account- 
ant of Massachusetts and New York. 
He recently formed the firm affiliation 
which he had at the time of his death. 
He was 68 years of age. 


Percival L. Williams 

Percival L. Williams, an associate of 
the Institute since 1924, and a member 
of the staff of Angus Steven & Co., Chi- 
cago, died on May 7th. Mr. Williams 
was a certified public accountant of II- 
linois. 

Samuel S. Weil 

Samuel S. Weil, of Milwaukee, a char- 
ter member of the Institute and an in- 
dividual practitioner, died May 28th at 
the age of 81. Mr. Weil was a certified 
public accountant of Wisconsin. 


One Hundred Per Cent. Institute 
Membership in Utah 


In submitting applications for ad- 
mission to the Institute of three certi- 
fied public accountants of Utah, Mr. 
Lincoln G. Kelly of Salt Lake City, 
‘member of the special committee on 
development of the Institute, announced 
that all eligible accountants in the state 
are now members or associates of the 
Institute or have made application for 
admission. 

Utah is the second state in which 
every accountant eligible for admission 
to the Institute has applied for mem- 
bership. The state of Arkansas was 
the first to obtain this distinction. 
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Change in Membership Certificates 

The executive committee has resolved 
that henceforth the certificates of mem- 
bers who have been advanced from as- 
sociateship to membership in the Insti- 
tute shall show both the date of origi- 
nal admission to associateship and the 
date of advancement. It has also been 
resolved that listings in the year-book 
shall indicate both dates in such cases. 

In the past it has been the custom to 
cancel the certificate of an associate who 
had been advanced to membership and 
to show on his new membership certifi- 
cate only the date of admission as a 
member. 

Members advanced from associateship 
in the past, whose certificates now show 
only the date of advancement, may re- 
ceive new certificates indicating the date 
of original admission as well. A nomi- 
nal charge for engrossing will be made 
in such cases, but the outstanding cer- 
tificate must be surrendered before a 
new one may be issued. 


State Boards of Accountancy 


ALABAMA 


Robert E. Troy, of Montgomery, Ala- 
bama, has been appointed to the Ala- 
bama state board of public account- 
ancy to succeed Leslie J. Richard upon 
the expiration of his term. 


PENNSYLVANIA 


The Pennsylvania state board for the 
examination of public accountants has 
recently published a revision of the 
rules and regulations under which it 
operates and declared these revised rules 
effective as of June 1, 1934. The new 
rules are largely a restatement of the 
old and the addition of the following: 


“Rule 9. Written complaint against a Penn- 
sylvania certificate holder, when lodged with 
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the board by any responsible complainant, will 
be given due consideration and a formal hear- 
ing granted to the alleged offender, as provided 
by law; provided however, that in advance of 
such a hearing the alleged offender may be 
given a preliminary hearing by the board to 
determine the status and merits of the com- 
plaint, after which a date may be set for a for- 
mal hearing. The powers vested by law in the 
board include the recommendation for revoca- 
tion or suspension of a certificate for sufficient 
cause.” 


Accountancy Twenty-five 
Dears Ago 


GOVERNMENT REGULATION 


“A great evolution has come about in 
our industrial constitution. We are no 
longer living in the simple individual- 
istic age of our forefathers. Industry 
has become tremendously specialized. 

Furthermore, society, because of 
this extensive specialization and intri- 
cacy, has become separated into groups, 
or rather strata, and these strata have 
become largely dependent upon one 
another and upon the great industrial 
and commercial institutions which have 
grown up. 

“This state of affairs demands that so- 
ciety in general, represented in the gov- 
ernment, exercise a certain amount of 
supervisory control over the various 
strata in society and over the different 
industrial and commercial institutions. 
This, then, is the basis of the demand 
for public regulation of industrial and 
commercial institutions. . . . 

“While the state governmental super- 
vision over accounting methods has not, 
perhaps, reached the extent of develop- 
ment that some other lines of super- 
vision have reached; yet the general in- 
crease in state activity is easily seen, 
especially in the actions taken in our 
legislatures during the last few years.” 
The Journal of Accountancy, June, 1909. 
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Revenue Act of 1934 


CONSOLIDATED RETURNS 


The Institute’s committee on federal 
legislation upon request has submitted 
the following summary of its activities 
with relation to the federal revenue act 
of 1934: 

A brief was filed with the ways and 
means committee of the house of repre- 
sentatives opposing certain recommen- 
dations made by the subcommittee of 
the ways and means committee (see Bul- 
letin, January 11, 1934). A vigorous 
effort was made to prevent elimination 
of the privilege of filing consolidated 
returns by affiliated groups of corpora- 
tions, and the house bill permitted the 
filing of consolidated returns although 
the law as finally enacted denies this 
privilege. 

The treasury department also op- 
posed the abolition of consolidated re- 
turns, largely on the ground that the 
practice simplified administration of the 
law, since it conformed to established 
business procedure. There is consider- 
able speculation as to whether the de- 
nial of the privilege of filing consoli- 
dated returns will be permanent or 
whether this feature of the revenue act 
of 1934 will be changed within the next 
year or so. It is true that a great deal 
of additional work will be imposed 
upon taxpayers and the bureau by rea- 
son of the change, but it is likewise true 
that after the bureau of internal rev- 
enue has been organized to audit the 
returns and determine the tax liability 
of taxpayers on a separate-return basis 
confusion would again exist if consoli- 
dated returns should be permitted in a 
later year. Again, the elimination of 
consolidated returns will probably in- 
crease the tax revenues of the govern- 
ment and this feature alone may prevent 
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for some time the return of the right to 
file consolidated returns. 


DEPRECIATICN AND DEPLETION 


The subcommittee of the ways and 
means committee of the house recom- 
mended a limitation of the deprecia- 
tion and depletion deductions to 75 per 
cent. of the depreciation and depletion 
actually incurred. The Institute’s com- 
mittee supported the treasury depart- 
ment in opposition to this recommenda- 
tion. Apparently it was the intention 
of the subcommittee to eliminate 25 
per cent. of the deduction on account 
of depreciation and depletion for a 
period of three years, although it was 
not clear what adjustment would be 
made in respect to the elimination and 
the determination of gain or loss result- 
ing from the sale or other disposition 
of depreciable property. 

The secretary of the treasury ad- 
dressed a letter to the chairman of the 
ways and means committee urging that 
the matter of depreciation and depletion 
be adjusted by administrative means 
rather than by legislative action. As a 
result the house bill did not contain the 
limitation in respect to depreciation 
and depletion, and the revenue act of 
1934 was passed without any limitation. 
However, because of the recommenda- 
tion of the subcommittee, the opposi- 
tion of the treasury department and the 
discussion which resulted on deprecia- 
tion and depletion allowances, treasury 
decision 4422 (amending article 205, 
regulation 77) and mimeograph 4170, 
dated April 4, 1934, have been issued, 
One of the principal purposes of T. D. 
4422 is to place upon the taxpayer the 
burden of the proof of the correctness 
of depreciation deductions and _ to 


require that all schedules shall be pre- 


pared by the taxpayer and not by a 
revenue agent. 

It is apparent that the recommenda- 
tion made by the subcommittee of the 
ways and means committee is quite dif- 
ferent from the policy which has been 
adopted by the treasury department in 
respect to depreciation. The subcom- 
mittee apparently intended actually to 
eliminate 25 per cent. of the deduction 
for the current year from the cost of the 
property, whereas the policy of the 
bureau is merely to extend the lifetime 
of the property. 

The provisions of the 1932 act have 
not been changed, and the taxpayer is 
entitled in any year to a reasonable al- 
lowance on account of depreciation, 
including obsolescence. Taxpayers have 
the right to petition the United States 
board of tax appeals or the courts to 
determine what is a reasonable deduc- 
tion on account of depreciation. The 
committee of the Institute has not made 
any recommendations whatever to the 
treasury department or the bureau of 
internal revenue in respect to deprecia- 
tion and depletion, as in the opinion of 
the committee the new policy is not 
inherently unfair and is not contrary to 
the general theory of the law. 


OTHER PROVISIONS 


The Institute’s committee consis- 
tently recommended the allowance of 
an earned-income credit, and the rev- 
enue act of 1934 provides for such a 
credit. The Institute’s committee is not 
and has not been in favor of publicity 
in respect to taxable income. The 
revenue act of 1934 requires that a state- 
ment in respect to total gross income, 
total deductions, net income, total 
credits and tax payable be submitted 
and be available for public examina- 
tion. The Institute’s committee also 
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opposed the elimination of the reor- 
ganization provisions of the law, and 
the revenue act of 1934 contains sub- 
stantially the same provisions in respect 
to reorganizations as those in prior acts. 

The Institute’s committee has at no 
time taken any position on proposed 
tax rates, as it has been believed that 
the determination of tax rates is not a 
matter on which the advice of the In- 
stitute would be proper or welcome. 
Generally, the committee has confined 
its recommendations to provisions of 
law affecting the interests of account- 
ants as a class, or to features of law on 
which accountants, because of their 
training, are particularly well qualified 
to speak. 


Federal Securities Exchange Act 
of 1934 


The federal securities exchange act 
of 1934, as passed by the senate and 
house of representatives on June Ist 
after substantial amendment to recon- 
cile the drafts proposed by the two 
houses of congress, retains the provisions 
requiring periodic financial statements 
of listed corporations and empowering 
a securities and exchange commission 
to regulate the accounting methods em- 
ployed in the preparation of these 
reports. Appended to the act is a sec- 
ond title amending certain provisions 
of the federal securities act of 1933. 

No new material is included in the 
clauses prescribing the accounting re- 
quirements for registration of securities 
or those providing for periodic and other 
reports. The provisions under these 
headings included in the measure en- 
acted were extracted from one or the 
other of the two drafts considered by 
the conference committee of house and 
senate and reported in the Bulletin for 


May. The paragraphs directly affecting 
accounting are quoted: 


REGISTRATION REQUIREMENTS FOR SECURITIES 


Section 12. (b) A security may be registered 
on a national securities exchange by the issuer 
filing an application with the exchange (and 
filing with the commission such duplicate origi- 
nals thereof as the commission may require), 
which application shall contain— 

(1) (1) balance-sheets for not more than the 
three preceding fiscal years, certified if required 
by the rules and regulations of the commission 
by independent public accountants; 

(J) profit-and-loss statements for not more 
than the three preceding fiscal years, certified if 
required by the rules and regulations of the 
commission by independent public accountants; 
and 

(K) any further financial statements which the 
commission may deem necessary or appropriate 
for the protection of investors. 

(c) If in the judgment of the commission any 
information required under subsection (b) is 
inapplicable to any specified class or classes of 
issuers, the commission shall require in lieu 
thereof the submission of such other information 
of comparable character as it may deem applic- 
able to such class of issuers. 


PERIODICAL AND OTHER REPORTS 


Section 13. (a) Every issuer of a security 
registered on a national securities exchange shall 
file the information, documents, and reports 
below specified with the exchange (and shall file 
with the commission such duplicate originals 
thereof as the commission may require), in ac- 
cordance with such rules and regulations as the 
commission may prescribe as necessary or appro- 
priate for the proper protection of investois and 
to insure fair dealing in the security— 

(1) Such information and documents as the 
commission may require to keep reasonably cur- 
rent the information and documents filed pur- 
suant to Section 12. 

(2) Such annual reports, certified if required 
by the rules and regulations of the commission 
by independent public accountants, and such 
quarterly reports, as the commission may pre- 
scribe. 

(b) The commission may prescribe, in regard 
to reports made pursuant to this title, the form 
or forms in which the required information 
shall be set forth, the items or details to be 
shown in the balance-sheet and the earning 
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statement, and the methods to be followed in 
the preparation of reports, in the appraisal or 
valuation of assets and liabilities, in the deter- 
mination of depreciation and depletion, in the 
differentiation of recurring and non-recurring 
income, in the differentiation of investment and 
operating income, and in the preparation, where 
the commission deems it necessary or desirable, 
of separate and/or consolidated balance-sheets 
or income accounts of any person directly or 
indirectly controlling or controlled by the issuer, 
or any person under direct or indirect common 
control with the issuer; but in the case of the 
reports of any person whose methods of account- 
ing are prescribed under the provisions of any 
law of the United States, or any rule or regula- 
tion thereunder, the rules and regulations of the 
commission with respect to reports shall not be 
inconsistent with the requirements imposed by 
such law or rule or regulation in respect of the 
same subject matter, and, in the case of carriers 
subject to the provisions of Section 20 of the 
interstate commerce act, as amended, or carriers 
required pursuant to any other act of congress 
to make reports of the same general character as 
those required under such Section 20, shall per- 
mit such carriers to file with the commission and 
the exchange duplicate copies of the reports and 
other documents filed with the interstate com- 
merce commission, or with the governmental 
authority administering such other act of con- 
gress, in lieu of the reports, information and 
documents required under this section and Sec- 
tion 12 in respect of the same subject matter. 

(c) If in the judgment of the commission any 
report required under subsection (a) is inapplic- 
able to any specified class or classes of issuers, 
the commission shall require in lieu thereof the 
submission of such reports of comparable char- 
acter as it may deem applicable to such class 
or classes of issuers. 


Securities exchanges and their mem- 
bers, and other brokers and dealers are 
required by Sec. 17 to keep such ac- 
counts, books and other records—and 
to make such reports—as the commis- 
sion may by its rules and regulations 
prescribe as necessary or appropriate in 
the public interest or for the protection 
of investors. These records are subject 
to periodic or special examination by 
representatives of the commission. 
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The provision fixing liability for mis- 
leading statements included in the bill 
as enacted is substantially that recom- 
mended by the senate committee on 
banking and currency, with the excep- 
tion that the time limit within which 
suit must be brought is considerably 
shortened. ‘This section follows: 


LIABILITY FOR MISLEADING STATEMENTS 


Section 18. (a) Any person who shall make or 
cause to be made any statement in any applica- 
tion, report, or document filed pursuant to this 
title or any rule or regulation thereunder, which 
statement was at the time and in the light of the 
circumstances under which it was made false or 
misleading with respect to any material fact, 
shall be liable to any person (not knowing that 
such statement was false or misleading) who, in 
reliance upon such statement, -hall have pur- 
chased or sold a security at a price which was 
affected by such statement, for damages caused 
by such reliance, unless the person sued shall 
prove that he acted in good faith and had no 
knowledge that such statement was false or mis- 
leading. A person seeking to enforce such lia- 
bility may sue at law or in equity in any court 
of competent jurisdiction. In any such suit the 
court may, in its discretion, require an under- 
taking for the payment of the costs of such suit, 
and assess reasonable costs, including reasonable 
attorney's fees, against either party litigant. 

(b) Every person who becomes liable to make 
payment under this section may recover con- 
tribution as in cases of contract from any person 
who, if joined in the original suit, would have 
been liable to make the same payment. 

(c) No action shall be maintained to enforce 
any liability created under this section unless 
brought within one year after the discovery of 
the facts constituting the cause of action and 
within three years after such cause of action 
accrued. 


Sec. 24 of the act restricts the right of 
the commission to make public infor- 
mation which would reveal trade se- 
crets or processes. It requires that any 
person filing such information may 
make written objection to its public 
disclosure and that in such case the 
commission may make the information 
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public only when in its judgment it is 
in the public interest to do so. 

Sec. 26 provides that no act of the 
commission or failure to act in the ad- 
ministration of the measure with regard 
to any statement or report shall be 
deemed a finding that the statement or 
report is true and accurate on its face 
or that it is not false or misleading. 


Amendments to Federal Securities 
Act of 1933 

Title 2 of the federal securities ex- 
change act of 1934 is an amendment of 
the federal securites act of 1933, the 
effect of which on the existing statute 
was reported in the May issue of the 
Bulletin. 

An additional paragraph, incorpo- 
rated in the amendatory bill subsequent 
to its original publication, and not 
heretofore reported in the Bulletin, 
would require that persons suing for 
damages caused by false or misleading 
statements in registration statements 
prove reliance on such statements if they 
had acquired the securities after publica- 
tion by the issuer of an earnings state- 
ment covering a period of at least 
twelve months beginning after the ef- 
fective date of the registration state- 
ment. This paragraph is as follows: 

Section 206 (a). Section 11 (a) of such act is 
amended by adding after the last line thereof the 
following new sentence: “If such person acquired 
the security after the issuer has made generally 
available to its security holders an earning state- 
ment covering a period of at least twelve months 
beginning after the effective date of the registra- 
tion statement, then the right of recovery under 
this subsection shall be conditioned on proof 
that such person acquired the security relying 
upon such untrue statement in the registration 
statement or relying upon the registration state- 
ment and not knowing of such omission, but 
such reliance may be established without proof 


of the reading of the registration statement by 
such persons.” 


1] 


Concerning section, Senator 
Byrnes, a member of the conference 
committee which recommended the bill 
to the senate for enactment, made pub- 
lic the following statement: 


“Under the existing law, the plaintiff is not 
required to allege or prove that in purchasing 
the securities he relied upon the statement which 
was afterward found to be false. The new law 
will modify these requirements. It provides that 
the plaintiff will not have to allege or prove 
reliance until the corporation has made avail- 
able to security holders an earning statement for 
at least twelve months subsequent to the filing 
of the registration statement. After such a state- 
ment is made available, the plaintiff will be 
required to allege and prove that he relied upon 
the false statement. 

“There is justification for the provision that 
reliance be not required until a twelve-months 
earning statement is made public. When an 
issue of securities is proposed a banking house 
will investigate the financial statement of the 
corporation. Based upon the statements con- 
tained in the registration statement of the cor- 
poration, a banking house will offer the securi- 
ties at a certain price. Therefore, the market 
value is fixed by the false statement of the 
corporation. The individual investor relies upon 
the investigation made by the banker. 

“It is fair to assume that this situation con- 
tinues until such time as the corporation makes 
available a statement showing its earnings for 
twelve months. Then, the market value is influ- 
enced by the statement of actual earnings and 
not by the statements contained in the registra- 
tion statement, which deceived the underwriter 
or banker and the investor. 

“It is entirely different from trading in stocks 
upon the exchanges, where those who trade have 
access to statements of earnings constantly filed 
and published.” 


Local government officers have been presented 
with a recommendation from the American 
Institute of Accountants, urging the need of 
independent audits of municipalities. A special 
committee of the national association has pre- 
pared a study showing the advantages of regu- 
lar independent audit as a safeguard both to 
the tax payers and to incumbent municipal 
finance officers. 

The Times, Los Angeles. 
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Cost of Production and Codes Under 
the N. R. A. 


The national recovery administration 
announced on June 7th that it had 
abandoned all attempts to fix minimum 
selling prices except in a time of emer- 
gency, when the administrator may take 
appropriate action for the duration of 
the emergency. This means that no fu- 
ture codes will contain a “selling-below- 
cost” provision and all codes now in 
force will be amended, where agreement 
can be reached with the code authori- 
ties. 

This action is the result of months of 
study by the planning and research di- 
vision of the N. R. A., in which they 
have been aided by accountants and 
others interested in the problem. The 
conclusion reached is in accord with the 
views of many who have felt that fixing 
minimum selling prices under normal 
conditions is neither legal nor practi- 
cable, nor economically wise. 

Under the new ruling, “wilfully de- 
structive price-cutting” is declared to be 
an unfair method of competition and is 
forbidden at any time. Provision is 
made for complaint and redress in in- 
stances where a member of an industry 
is injured by such practice on the part 
of a competitor. No minimum prices 
are to be fixed, however, except in the 
event of an “emergency.” When an 
emergency is declared by the adminis- 
trator to exist, sales below a stated min- 
imum, determined by an _ impartial 
agency of the code authority, may be 
forbidden. 

Appended to the memorandum was 
the following model code provision and 
recommendation to the code authorities: 

“N. R. A. will encourage proper cost 
finding and accounting provisions in 
codes. When such provisions are incor- 
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porated they should substantially con- 
form to the following: 

“Sec.—Cost Finding: The code author- 
ity shall cause to be formulated methods 
of cost finding and accounting capable 
of use by all members of the industry, 
and shall submit such methods to the 
administrator for review. If approved 
by the administrator, full information 
concerning such methods shall be made 
available to all members of the indus- 
try. Thereafter, each member of the in- 
dustry shall utilize such methods to the 
extent found practicable. Nothing here- 
in contained shall be construed to per- 
mit the code authority, any agent there- 
of, or any member of the industry to 
suggest uniform additions, percentages 
or differentials or other uniform items 
of cost which are designed to bring 
about arbitrary uniformity of costs or 
prices.” 

The N. R. A. policy favors properly 
drawn open-price provisions in codes 
where desired by the industry. In such 
codes it would be required that prices, 
discounts, rebates, allowances and terms 
and conditions of sale be filed with a 
confidential disinterested agency of the 
code authority or with an agency to be 
designated by the N. R. A., and that no 
member of an industry shall sell or 
attempt to sell except on such filed 
terms and conditions. No higher price 
may be filed within forty-eight hours. 

The Bulletin has from time to time, 
as the developments occurred, reported 
to the members of the Institute the sig- 
nificant events that threw light on their 
function as professional men in the ap- 
plication of accounting requirements of 
codes to industry. These developments 
are here summarized. 

Only a few codes contained provisions 
for uniform minimum prices covering 
an entire industry. Among these few 
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were the natural resource industries, 
such as the lumber and timber, the pe- 
troleum, the bituminous coal and the 
salt-producing industries. Some of these 
provisions had been temporarily sus- 
pended. The prohibition of sales be- 
low cost, however, was contained in 
practically all codes approved, the most 
common practice being the prohibition 
of sales below the individual cost of 
each producer as determined under 
stated rules. 

The definition of cost varied consid- 
erably and was one of the most perplex- 
ing problems faced by the administra- 
tors of the codes and the accountants 
attempting to satisfy their requirements. 
In the case of the builders’ supplies 
codes, the term was defined simply as 
“the actual cost of the merchandise, 
plus every element of expense involved 
in completing the sale and delivery of 
Other 
codes attempted to itemize the factors 
that should enter into any determina- 
tion of cost. The question arose 
whether a proper interpretation of the 
term would be “cost to produce” or 
“over-all cost,” and was never definitely 
answered. 

Many codes definitely provided that 
the members of the industry were to use 
an accounting system to be recom- 
mended by the code authority or its 
agency or a system adopted by a trade 
association. No particular system or 
method of cost finding which might be 
applied uniformly was recommended 
by the recovery administration. 

The suggestion was made last fall by 
Arthur D. Whiteside, then deputy ad- 
ministrator of the N. R. A., that some 
body of accountants should define 
“cost,” so that the N. R. A. could make 
proper provision in the codes covering 
this question. Some accountants felt 
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that it would not be advisable to ad- 
vance a generic definition of “cost,” and 
that any definition adopted should be 
sufficiently flexible to allow for adapta- 
tion to the peculiar conditions of each 
industry. On these grounds, the Insti- 
tute’s subcommittee on the N. R. A. 
reached the conclusion that it should not 
recommend a definition. It offered, 
however, to assist the administration in 
drafting principles which should be fol- 
lowed by the code authorities in deter- 
mining definitions for their own use. 
Recommendations of this kind were 
made to the administration by individ- 
ual accountants. 

A committee of the National Associa- 
tion of Cost Accountants, reporting on 
its study of the problem, offered a uni- 
form cost-finding system that could be 
coérdinated with general ledger ac- 
counting, but recommended that the 
determination of a cost formula be left 
to the authorities of particular indus- 
tries. Later this organization formu- 
lated a model clause for codes which 
would have provided that “it will be 
an unfair method of competition for 
anyone coming under the provisions of 
this code to sell or exchange products 
or services at a price or upon such terms 
and conditions as will result in the 
customer paying less than the fair and 
reasonable cost, as determined on the 
basis of a system of cost accounting to 
be formulated by the code authority.” 

A definition of cost, including, in ad- 
dition to all elements that enter into 
production, all expenses of selling, dis- 
tributing and delivering the merchan- 
dise, was also offered. 

Meanwhile recommendations were 
coming from sources both within and 
without the administration that the N. 
R. A. change its policy of prohibiting 
sales below a fixed minimum price. The 
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consumers’ advisory board and the price 
policy committee of the N. R. A. both 
recommended relaxing these _ restric- 
tions. The former body offered formal 
recommendations to the recovery ad- 
ministrator in a report dated March 4th, 
stating that code provisions relating 
to open-price systems, cost provisions, 
and cost accounting systems and spe- 
cific code authorization of price-fixing 
should be critically re-examined with a 
view to amendment. The division of 
research and planning of the N. R. A. 
was revived and undertook the study 
of those provisions as its principal en- 
terprise. 

Shortly thereafter, in an attempt to 
bring some degree of uniformity to the 
requirements of different codes, the ad- 
ministration submitted a model provi- 
sion to the code authorities for their 
review and criticism. No definite action 
resulted. 

More recently the advice of profes- 
sional accountants was again sought in 
the formulation of a uniform cost pro- 
vision to replace those incorporated in 
codes approved thus far. This provi- 
sion was intended to prohibit sales be- 
low cost only when an emergency was 
declared to exist and is substantially the 
same as that given formal approval by 
the office memorandum issued by the 
N. R. A. on June 7th. 


Clifford S. Brison, of Bronxville, N. 
Y., has been appointed to the legislative 
committee of the Federal Grand Jury 
Association for the southern district of 
New York. 

E. I. Fjeld, of New York, spoke at a 
seminar in accounting at Columbia uni- 
versity recently on “The analysis of pub- 
lished balance-sheets.” 
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Municipal Audit Procedure 

The National Committee on Munici- 
pal Accounting, on which the Institute 
is represented by the chairman of its 
special committee on governmental ac- 
counting, has announced publication of 
a tentative outline of “A Suggested Pro- 
cedure for a Detailed Municipal Audit.” 
The material presented therein is of- 
fered as a guide to municipal officers 
and public accountants in connection 
with the audit of municipal govern- 
ments and other public bodies. 

Its introduction states: 

“The committee realizes that the pro- 
cedure suggested here covers a munici- 
pal audit in much greater detail per- 
haps than will be necessary or desirable 
in many cases. The extent to which this 
procedure should be followed will de- 
pend upon the purpose, nature and 
scope of the audit or investigation to 
be made, the size of the municipality 
and the scope of its activities, and 
whether the accounting records used 
permit an adequate internal audit and 
the proper test checks. In any case, the 
auditing procedure followed should con- 
form closely to the principles expressed 
in this outline. 

“It is recommended that in engaging 
auditing services, primary consideration 
be given to the qualifications of the au- 
ditor to perform a municipal audit, 
preference being given to certified pub- 
lic accountants. The committee fur- 
ther wishes to register its disapproval 
of awarding audit contracts on a com- 
petitive basis. 

“The mere fact that an accounting 
firm may do the bookkeeping for a mu- 
nicipality does not mean that they audit 
the books. Bookkeeping work can only 
be construed as such and is not an audit 
in any sense of the word. 
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“There should be a clear understand- 
ing between a municipality and its au- 
ditors before the latter begin their 
work. Failure to come to mutual 
agreements on important points may re- 
sult in the termination of the audit be- 
fore it is complete or may cause finan- 
cial loss to the auditor. Some of the 
considerations are discussed in section 
A. 

“Section B of the auditing procedure 
suggests the scope of a detailed audit 
and the work to be done in connection 
with the verification of each item. 

“The contents of the audit report is 
outlined in section C. Forms of the re- 
port schedules will be compiled and pre- 
sented in later bulletins, together with 
suggested standard account classifica- 
tions and terminology. . . 

“The committee will welcome any 
constructive suggestions for municipal 
officers, accountants or interested citi- 
zens.” 


Municipal Accounting Legislation 

A bill passed by the legislature of 
South Carolina at its last regular ses- 
sion and approved by the governor pro- 
vides for annual audit of the books and 
records of county offices in Marlboro 
and Bamberg counties. Because of the 
current discussion of competitive bid- 
ding for municipal audit engagements, 
this act is held by accountants to be of 
particular interest and importance. 
The text follows: 


Be it enacted by the general Assembly of the 
State of South Carolina: 


Section 1. There is hereby constituted and 
established the county audit board of Marlboro 
county and of Bamberg county, to consist of the 
state senator, the members of the house of rep- 
resentatives and the foreman of the grand jury, 
whose duty it shall be to have made not later 
than September Ist of each year a complete audit 


of the books, records and reports of all county 
offices and county officials of the counties of 
Marlboro and Bamberg. 

Section 2. The said board shall annually 
select a reputable and competent auditor, and 
shall employ him to thoroughly audit the books, 
the records and the reports of the county offices 
and officials of Marlboro and Bamberg counties. 
He shall make his report to the aforesaid board, 
which shall file one copy with the secretary of 
the legislative delegation, one copy with the 
clerk of the county board of highway commis- 
sioners and one copy with the clerk of court of 
common pleas. 

Section 3. The cost of said audit shall be 
paid by funds appropriated for that purpose, 
and in case no appropriation is made, the county 
treasurer is hereby authorized and directed to 
pay the same from any other funds in his hands 
not otherwise appropriated. 

Section 4. In the selection of the auditor, the 
aforesaid county audit board of the respective 
counties is directed to let the contract to the 
lowest responsible bidder, reserving the right to 
the board, however, to reject any or all bids, and 
to take into consideration the reputation of the 
auditor and the character of the work demanded. 

Section 5. Each annual audit report is hereby 
declared to be part of the public records of 
Marlboro and Bamberg county, and subject to 
publication in any county newspaper. 

Section 6. This act shall take effect upon its 
approval by the governor. 


Balance-Sheet of City of New York 


A balance-sheet showing the financial 
condition of the city of New York has 
recently been issued for the first time. 
This document has caused much favor- 
able comment among accountants. At- 
tention has been called to the fact that 
the statement is in accord with princi- 
ples which have received the approval 
of the National Committee on Munici- 
pal Accounting, on which the Institute 
is represented. Assets and liabilities, as 
presented in the balance-sheet, are seg- 
regated by funds and balanced groups 
of accounts are presented for each of the 
several funds. 
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Accounting Methods of Oil 
Companies 

The stock list committee of the New 
York stock exchange has made public 
the results of a survey of accounting 
practices of oil companies with a view 
to promoting the adoption of methods 
of accounting and reporting which will 
result in comparable figures. A ques- 
tionnaire on 17 points was addressed to 
the presidents of 36 companies, of which 
30 replied. The information thus gath- 
ered indicates that with a few excep- 
tions there is wide diversity in meth- 
ods adopted by the principal oil com- 
panies of the country in the treatment 
of accounting problems common to the 
industry. 

The questions and replies are briefly 
summarized as follows: 


1. Method of accounting for intangible drill- 
ing costs: 

Currently charged against earnings, 10; capi- 
talized, 12; other methods, 4. 

Method of amortization, when capitalized: 

Returned through depreciation and/or deple- 
tion, 8; other method, 2. 

2. Method of determining the amount of 
depletion: 

(a) Basis of reflection: 

Lease, 18; field, 2; no segregation made, 5; 
only for tax purposes not reflected in reports, 2. 

(b) Unit used: 

Unit basis, 17; based on oil reserves developed 
property, 7; indicated by drilling data, 1. 

$. Method of accounting for dry hole costs: 

Expense, 20; unproductive leases to expense, 
on productive leases capitalized and amortized 
over life of lease, 4; other methods, 3. 

4. Method of valuation of inventories of crude 
oil: 

Cost or market, whichever lower, 11; produced 
at market to refinery at cost, plus pipeage or 
transportation, 8; market, 4; other methods, 5. 

5. Method of valuation of inventories of re- 
fined products: 

Cost or market, whichever lower, 13; average 
sales price or market, 5; other method, 6. 

6. Basis of allocating costs to different 
products, and crude oil, and statement as to 
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whether consolidated oil inventories contain any 
unrealized intercompany profit on oil not dis- 
posed of: 

(a) Crude oil: progressive, i. e., includes suc- 
cessive costs, 11; others not sufficiently explained. 

(b) Refined products: Allocated on basis of 
sales value, 12; practically all to gasoline after 
allowance for by-products at market or realiz- 
able value, 2; costs not allocated, 3; arbitrarily 
allotted, 1; others not sufficiently explained. 

(c) Intercompany profit: Included, 12; elimi- 
nated, if any, 8. 

7. Degree of ownership in subsidiary com- 
panies considered as warranting consolidation 
and method of reflecting earnings or losses of 
unconsolidated majority-owned companies: 

(a) Minimum for consolidation: 100%, 11; 
50%, 7; others, 9. 

(b) Equities reflected: On balance sheet, 6; in 
footnotes, 3; only deficit reflected, 1. 

8. Basis of distinction between affiliated and 
unaffiliated companies, where substantial interest 
in latter is owned: 

Affiliated when controlled through stock own- 
ership or otherwise, 6; not considered affiliated 
with ownership less than 50%, 5; others, 6. 

9. Are earnings or losses from non-affiliated 
companies reflected in published reports: 

Net reflected, 13; reflected when ownership is 
in excess of 50%, 1; reflected in separate tabula- 
tion, 1; losses adjusted through reserve, 1; when 
losses reduce value below cost of investment, 
difference charged to profit and loss, 2. 

10. Undeveloped leases capitalized or charged 
to expense: 

Capitalized, 23; expense, 3. 

11. If capitalized, the basis of amortization: 

Not amortized, cost charged to expense when 
lease expires or is surrendered, 4; not amortized, 
carried at cost until disposed of or goes into 
production, 5; not amortized, but written off in 
full at time of expiration or forfeiture, 2; amor- 
tized from date of acquisition to date of expira- 
tion, 5; others, 7. 

12. If capitalized, are rentals charged to ex- 
pense or added to cost of leases: 

Expense, 17; added to cost of lease, 6. 

13. Cost of purchase of producing leases capi- 
talized or charged to expense: 

Capitalized, 24; excess of cost over physical 
property charged to expense, 2. 

14. Are the same principles of accounting used 
by all companies included in the consolidated 
reports: 


| 
| 

| | 


i- 


t, 


Bulletin of American Institute of Accountants 


Same principles, 28; same principles with ex- 
ception of intangible development costs of one 
company, 1; depends on locality, 1. 

15. What is the practice with regard to for- 
eign subsidiaries as to conversion into United 
States dollars for consolidation purposes: 

Capital assets at equivalent dollar cost, cur- 
rent assets at current rate of exchange, 5; at cur- 
rent rate of exchange, 2; other methods, 4. 

16. Is any distinction made as to cash balances 
held abroad under restriction preventing imme- 
diate transfer: 

No distinction, 5; distinction made between 
United States and foreign currencies, but not as 
to restrictions, 1. 

17. How is profit or loss on adjustment of 
foreign exchange treated: 

Currently through income account, 5; differ- 
ences to profit and loss, 3; others, 3. 


Trade Commission Rulings Under 
Federal Securities Act 


IsSUES IN REORGANIZATION 


A ruling of the federal trade commis- 
sion, announced on May 18th, rescinds 
approval of form D-2 for the registra- 
tion of securities issued in reorganiza- 
tions and gives approval to a new form, 
known as E-1, to take its place. State- 
ments on the older form will be ac- 
cepted if filed before July 16, 1934. 

Under the terms of the ruling, “reor- 
ganization” is defined to include read- 
justments, exchanges, mergers and con- 
solidations. The class of securities to 
which the new form is applicable must 
be registered even though held by vot- 
ing trustees and represented by voting 
trust certificates, if these certificates are 
issued or sold to the public. The reg- 
ulations appertaining to form E-l re- 
quire the filing of numerous exhibits 
with the registration statement, includ- 
ing consolidated and individual finan- 
cial statements of the registrant com- 
pany and of all participants in the reor- 
ganization. 


Accountancy and the Press 


The following are brief excerpts from 
articles mentioning the American In- 
stitute of Accountants which have ap- 
peared in the public press during recent 
months: 

Private businesses have for some time real- 
ized that their records must be audited peri- 
odically. Stockholders demand it. Public busi- 
ness has now become a major industry, and the 
citizens as stockholders, in order to insure 
economy and efficiency, are demanding a check 
on its conduct. 

This important check is not always made in 
the best manner, a bulletin of the American 
Institute of Accountants recently issued points 
out. Methods of engaging auditors for gov- 
ernmental agencies are often very unsatisfac- 
tory and the scope of the audits and reports 
often has been seriously deficient. Calling for 
bids, common in many cities, is a bad prac- 
tice, the bulletin comments. 


The Arkansas Democrat, Little Rock. 


The efforts of the National Association of 
Municipal Finance Officers in collaboration 
with the American Institute of Accountants 
and other organizations to improve accounting 
practice of governmental subdivisions and to 
encourage independent audit of municipalities 
and counties, may make it possible in the near 
future for taxpayers and investors to obtain 
information as complete as that required in the 
case of industrial issuers. 


Modern Finance, Pittsburgh. 


The American Institute of Accountants and 
the Robert Morris Associates have called upon 
their members to join in the administration’s 
efforts to obtain greater utilization of bank 
credit by stressing the importance of adequate 
financial statements and audit reports. 


The Journal, Syracuse, N. Y. 


Members of the American Petroleum Institute 
and the American Institute of Accountants met 
to discuss uniform methods of inventory valua- 
tion. The Institute of Accountants was repre- 
sented by Edward A. Kracke, Leonard S. Davey, 
Warren W. Nissley and Walter A. Staub. 


The Morning Star, Fort Worth, Texas. 
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WHAT ACCOUNTANTS ARE SAYING 


INTEGRITY 


Integrity in accounting is a major factor in 
our economic system. One of the strongest 
bulwarks of American industry has been, not 
only the expert knowledge of its accounting 
officers and independent public accountants, but 
their high standard of integrity and honesty. 
Andrew Stewart, of New York, speaking at a 
recent joint meeting of the Massachusetts Society 
of Certified Public Accountants and the Boston 
chapter of the National Association of Cost 
Accountants, thus answered public utterances 
which, he said, are intended to undermine 
public regard for business ethics. He urged the 
accountants to rally to their own defense. 

“This is important at this time because the 
zeal for reform has developed an attitude of 
despair and destruction of faith in American 
institutions. It is important also because the 
attack is being directed against the very foun- 
dations of your profession. The people are 
daily advised that the old order under which 
our nation grew great has failed. In some 
respects this may be true, but I think it timely 
that some representative of the great body of 
accounting officers and professional accountants 
should state publicly that nothing that has 
happened has shaken the fundamental prin- 
ciples for which they have stood, and further, 
that the events of the past few years have 
established their importance to the business 
world on a firmer and surer foundation than 
ever before.” 


Wuart Is AN AupitT? 


Carelessness in the use of the word “audit” 
has led to confusion in the lay mind as to 
the precise nature of that service and frequently 
has resulted in unfortunate misunderstanding 
between the accountant and his client. The 
word should be used only with the qualifications 
that definitely indicate the nature and scope 
of the work to be performed. It should be 
clearly understood that a municipal audit falls 
within none of the usual classifications but is 
“a special examination suited to municipal ac- 
counts, which differ quite a bit from commercial 


accounts.” 


These thoughts are put forward by Walter 
Mucklow, of Jacksonville, in an article in the 
Florida Municipal Record for the month of 
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April. Mr Mucklow is a member of the Insti- 
tute’s special committee on governmental ac- 
counting and is chief accountant of the Florida 
Municipal League’s bureau of accounts. 

“I feel strongly that every municipality 
should have an independent continuous audit,” 
he says, “but prevailing conditions render this 
impossible in many cities, especially those cities 
where audits have not been made for a num- 
ber of years and there is an accumulation of 
work to be done. In such cases a special exami- 
nation can be made which, if well planned 
and conducted, will indicate quite positively 
whether or not the city’s money has been 
properly accounted for, and that, after all, is 
the main object in view.” 


THE FORGOTTEN MAN 


According to some authorities, the forgotten 
man was the “much maligned cost accountant” 
—until the government brought him out of the 
business attic, dusted him off, and put him in 
his rightful place as a dominant figure in the 
managerial affairs of business under the N. R. A. 
So James B. Fenner of Indianapolis recently 
told students of the Indiana University school 
of business. Whether this opinion is true or 
not, Mr. Fenner said, we do know that the 
codes under the recovery act give particular 
emphasis to the subject of cost finding, and the 
accountant has suddenly found himself ele- 
vated to a position of supreme importance in 
every enterprise worthy of the name. 

“The government is consulting freely with 
recognized accountancy organizations such as 
the American Institute of Accountants and the 
National Association of Cost Accountants; so 
that we can hope for not only the present 
recognition of accountancy in its relationship 
to the various ramifications of business, but its 
lasting embodiment in the ‘new deal,’ as it 
affects permanent business structure. 

“We have received national recognition 
through the codes, but whether or not we capi- 
talize on this great boon depends on our ability 
to deliver the goods to the management in such 
manner as to earn the respect and admira- 
tion of the executives. We must study to show 
ourselves approved. The oid-fashioned lacka- 
daisical hit-or-miss accounting statements will 
not do the trick.” 
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BuDGETARY CONTROL 


In an address at the recent Tri-State Credit 
Men's convention at Sioux City, Iowa, I. B. 
McGladrey, of Cedar Rapids, outlined certain 
definite advantages that follow the adoption of 
a system of budgetary control. They are: 


“I. Intelligent estimates of sales possibilities 
combined with planning of purchases or pro- 
duction in proportion to sales requirement. 

“(a) Prevents the carrying of excessive inven- 
tories with consequent tying up of finances. 

“(b) Produces a better turnover with resul- 
tant decrease in loss through obsolescence. 

“(c) Enables a better gross profit margin to 
be obtained. 


“2. Gives the management the means for the 
necessary control of expenses by: 

“(a) Requiring preparation of expense esti- 
mates by each department head which must be 
approved by budget committee; 

“(b) Prohibiting any expenditure in excess of 
departmental estimates without permission of 
budget committee; 

“(c) Requiring monthly reports showing com- 
parison between actual and estimated expendi- 
tures; 

“(d) Providing a procedure for the exami- 
nation of such reports promptly by executives 
so that necessary action can be taken in time 
to produce results. 

“3. Perhaps most important of all from the 
standpoint of the prompt payment of bills, it 
formulates a sensible financial program which 
provides for: 

“(a) Estimating cash receipts for each month 
of budget period based on the sales program 
and the estimate of collections; 

“(b) Estimating cash disbursements for each 
month based on anticipated departmental ex- 
pense, purchases or production costs, additions 
to plant and equipment, and payments on exist- 
ing obligations outstanding; 

“(c) Preparation of a financial summary 
indicating any excess of expected disbursements 
over available cash, which enables plans to be 
made in advance for meeting such requirements, 
or, if that cannot be done, to change the entire 
program before becoming hopelessly involved; 

“(d) Centering of attention on collections with 
consequent improved turnover of receivables. 

“4. Provides for the coérdination of all of the 
activities of the business to the end that a net 


profit be obtained and funds be available for 
liquidation of maturing obligations; and also 
provides the machinery for enforcing such 
coérdination.” 


Cope CONFUSION 


At a recent meeting of the Master Brewers’ 
Association of America, New York district, Fred 
Haberstroh, a member of the Institute, outlined 
scientific principles of accounting as applied to 
cost of production and distribution of beer. 
Hypothetical statements of income and profit- 
and-loss, cost of production and of sales, and 
cost of selling and distribution were used to 
illustrate the discourse. In conclusion, Mr. 
Haberstroh said: 

“I should not take the time to say so much 
about these features if it were not for the fact 
that we must anticipate that the worst is yet 
to come, when the code authorities start under 
the national industrial recovery act to prescribe 
uniform methods of accounting. . . . 

“N. R. A. codes for the brewing industry will 
in all probability be issued in the near future, 
and judging from the experiences that other in- 
dustries have had with such codes, there is no 
way of telling yet what confusion may result. 

“In connection with the builders’ supplies 
code, for instance, an administrative order was 
issued on January 8th, outlining the method to 
use in determining overhead. On February 17th 
another order was issued which supercedes the 
one of January 8th and makes any statement 
based on the first order entirely wrong. Who 
can guide himself by such rules and regulations? 
It is impossible. . . . 

“What is the brewer to do then, when gov- 
ernmental regulations become such that they 
leave his bookkeeping organization lost in be- 
wilderment? 

“Simply this—let him keep his books in accord- 
ance with time-tested, established accounting 
principles by which he can obtain periodical 
statements on which he can safely rely in con- 
ducting his business. Then if the code authori- 
ties, the federal trade commission, the census 
bureau and perhaps other politician-controlled 
governmental agencies call for statements that 
do violence to all established accounting prin- 
ciples, commission an accountant to arrange the 
figures to conform to the latest regulations, but 
do not let the bookkeepers deviate from the 
established rules.” 


ow 
“4 
- 
| 
j 
- 
Ps. 
1 
y 
1 
& 
ae 
| 


Bulletin of American Institute of Accountants 


ACTIVITIES OF LOCAL SOCIETIES 


FORM OF ORGANIZATION 


Two state societies are engaged with 
the problem of improving their form 
of organization. The goal sought by 
each is a unified state organization of 
local chapters. 

The Georgia Society of Certified Pub- 
lic Accountants, finding a lack of coér- 
dination in the activities of its several 
chapters, takes steps to strengthen the 
state organization. At its recent annual 
meeting it adopted resolutions to incor- 
porate the state society, to provide that 
dues be collected by a state treasurer 
rather than by the treasurers of chapters 
and to expand the activities of state com- 
mittees. 

The Virginia Society of Public Ac- 
countants, feeling that local chapters 
might give opportunity to more mem- 
bers of the society to participate in con- 
structive activities, has authorized the 
forming of such groups in Richmond, 
Norfolk, Lynchburg and Roanoke. The 
Richmond and Norfolk chapters have 
recently been organized and_ report 
lively interest in their programs. 


PusBiic AFFAIRS 


Speaking as representative of a pro- 
fession which is intricately interwoven 
with all departments of industry, the 
Oklahoma Society of Certified Public 
Accountants has addressed memoranda 
to the Oklahoma congressional delega- 
tion on the subject of the recently en- 
acted federal revenue act. It protests 
against the provisions of that measure 
that would give the public free access 
to information filed with income-tax re- 
turns on the grounds that it would sub- 
ject the taxpayer to undue inconven- 
ience and possibly to a multitude of 
nuisance-type law suits. 
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A New PUvuBLICATION 


The Monthly Bulletin of the Okla- 
homa Society of Certified Public Ac- 
countants made its initial appearance 
during May. Departing in certain par- 
ticulars from the usual style of profes- 
sional publications, it has caused wide 
and favorable comment. 

An innovation adopted by its editors 
is the omission of all personal reference. 
In a statement of policy, they say: “A 
serious endeavor will be made to include 
matters and subjects of general interest 
and general application, with benefit to 
all but with individual credit and glori- 
fication to none. In furthering this pol- 
icy, the omission of names, both indi- 
vidual and firm, will be intentional.” 
This first issue summarizes current mat- 
ters of particular interest to the profes- 
sion and reviews the history of the Ok- 
lahoma society. 


RESTRICTIVE LEGISLATION 


Discussion of the practicability of a 
two-class restrictive law to regulate the 
practice of public accountancy in Cali- 
fornia recently resulted in a straw vote 
to determine the opinions of members 
of the California State Society of Certi- 
fied Public Accountants. The vote was 
more than two to one against a propo- 
sition to initiate a request to the state 
legislature to pass such a law. 


SociETY LIBRARIES 


The Georgia Society of Certified Pub- 
lic Accountants has announced the es- 
tablishment of a library on accounting 
and allied subjects in coéperation with 
the Carnegie library of Atlanta. The 
collection will be available to the pub- 
lic and will be kept up-to-date by the 
Atlanta chapter of the society. The 
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procedure adopted is similar to that of 
a number of other state societies which 
have recently completed plans for per- 
manent collections of accounting litera- 
ture. 
ACCOUNTANTS’ SERVICE 

An incident in New York is evidence 
of the ever-widening scope of public serv- 
ice which the accounting profession ren- 
ders. It is reported that the adminis- 
tration of the city of New York will 


MEETINGS AND ELECTIONS 


California 
FRESNO 

At the annual meeting of the Fresno chapter 
of the California State Society of Certified Public 
Accountants, held May 10th, the following offi- 
cers were elected for the ensuing year: 

G. S. Gilbertson, president; Victor E. Storli, 
vice-president; George H. Lips, secretary-treas- 
urer; Harry W. Hills and George W. Sims, 
directors. 

SAN FRANCISCO 


The San Francisco chapter of the California 
State Society of Certified Public Accountants 
held its annual meeting May 18th, at which the 
following were elected to serve through the chap- 
ter year ending May 31, 1935: 

A. DeWitt Alexander, president; R. S. Kirk- 
land, vice-president; B. W. Bours, secretary- 
treasurer; Robert Buchanan, Francis P. Far- 
quhar, Phillip A. Hershey, Theodore Rothman, 
A. F. Sherman and Frank G. Short, directors. 


Connecticut 

Three topics which fall among the major 
problem of the public accounting profession at 
this time were discussed in round-table fashion 
at the annual meeting of the Connecticut Society 
of Certified Public Accountants, held at New 
Haven on April 25th. They are the new federal 
income-tax law, municipal accounting and the 
bearing of present economic trends on account- 
ancy. At the meeting, the following officers were 
elected: 

Harry Jacobs, president; Russell Everett, vice- 
president; Lewis Sagal, secretary; William J. 
Hope, treasurer; Guy Cambria, auditor; Clar- 
ence L. Johnson and John Roth, governors. 
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press for new tax laws at the next meet- 
ing of the municipal assembly. In line 
with the effort that public officers are 
making to put the city on a sound ac- 
counting basis, the city comptroller has 
sought the counsel of the New York 
State Society of Certified Public Ac- 
countants on the problem of adminis- 
tering these new laws. The president 
of the society has appointed a commit- 
tee of six to codperate. 


Florida 
Delegates to the annual meeting of the Florida 
Institute of Accountants are convening at Miami 
as this Bulletin is published. Invitations were 
issued to all members of the Alabama, Georgia, 
North and South Carolina societies, with the 
intention of making the meeting a regional con- 
ference. 
On the program of speakers are Lloyd Morey, 
chairman of the special committee on govern- 
mental accounting of the American Institute of 
Accountants and vice-chairman of the National 
Committee on Municipal Accounting, and Ar- 
thur H. Carter, president of the National As- 
sociation of Cost Accountants and also a mem- 
ber of the Institute. It is expected that the 
reports of the committees on legislation and 
municipal accounting will be of particular 
interest. 
JACKSONVILLE 


Members of the Jacksonville chapter of the 
Florida Institute of Accountants held their an- 
nual meeting on May 23rd, and elected the 
following officers: 

P. W. Fisher, president; Ira J. Varnedoe, vice- 
president; C. K. Milligan, secretary; C. H. Good- 
rich, treasurer; Walter Mucklow, F. B. Colley 
and John A. Hall, directors. 


Georgia 

The Georgia Society of Certified Public Ac- 
countants held its annual meeting at Savannah 
on May 25th and 26th. The following officers 
were elected: 
R. L. Holland, president; E. W. Gottenstrater 
and M. H. Barnes, vice-presidents; L. E. Camp- 
bell, secretary; S. B. Ives, treasurer; William F. 
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Loflin, librarian; Joel Hunter, Jr., George C. 
Baird and J. T. Mclver, trustees for two years; 
Henry F. Meyer, Sidney T. Lee, William J. Car- 
ter and E. W. Gottenstrater, trustees for one 
year; N. D. Cann, chairman of the board. 

It was voted to hold next year’s annual meet- 
ing at Columbus. 


Indiana 

The annual meeting of the Indiana Associa- 
tion of Certified Public Accountants was held on 
May 12th at Indianapolis. Addresses by W. M. 
Madden, C. N. Carter and Ulysses Jordan were 
heard. The following officers were elected: 

Birney D. Spradling, president; W. H. Whar- 
ton, vice-president; H. A. Roney, secretary; A. R. 


Chapman, treasurer; John S. Lloyd and E. E. 
Thomas, directors. 


Kentucky 


Members of the Kentucky Society of Certified 
Public Accountants, meeting at Lexington, May 
25th, heard the subject of “Systematized county 
government records and accounting” discussed 
by Nat B. Sewell, state inspector and examiner. 
Harvey Cardwell, state president, was chairman 
at this meeting. William A. Hifner, Jr., of 
Lexington, was in charge of arrangements. 


Massachusetts 


The annual meeting of the Massachusetts 
Society of Certified Public Accountants was held 
on May 28th at Belmont, Massachusetts. J. Har- 
old Stewart was chairman of the special commit- 
tee in charge of arrangements. The following 
officers were elected: : 

Richard D. Seamans, president; Homer N. 
Sweet, vice-president; Arthur W. Yardley, secre- 
tary; John F. Clarke, treasurer; Christopher 
Haworth, auditor; Earl M. French, Albert E. 
Hunter and Anthony Jaureguy, executive com- 
mitteemen. 


Michi 

The Fletcher-Rayburn bill for regulation of 
stock-exchange practice, later enacted by con- 
gress as the securities exchange act of 1934, was 
the subject of discussion by John E. Tracy, of 
the law school of the University of Michigan, at 
a recent meeting of the Michigan Association of 
Certified Public Accountants at Detroit. Mr. 
Tracy dwelt on its probable effect in curbing 
evils of exchange practice, in the control of 
credit and in the control of industrial corpora- 
tions. 


Minnesota 

The annual meeting of the Minnesota Society 
of Certified Public Accountants was held on 
May 22nd at Minneapolis. The organization 
celebrates its thirtieth anniversary this year. 
Officers elected at the meeting are: 

Herman C. J. Peisch, president; Earl A. 
Waldo, first vice-president; H. W. Wilkerson, 
second vice-president; Frank E. Bugbee, secre- 
tary; James Sturdwick, treasurer. 

The Minnesota society recently sponsored a 
dinner and open forum meeting of public ac- 
countants of Minneapolis, St. Paul and Duluth. 
Lyle W. Hines, then president of the state so- 
ciety, was toastmaster. Addresses were made by 
Stafford King, state auditor, B. F. Carlstedt and 
A. E. Larsen. The meeting was at Minneapolis. 


Mississippi 

Members of the Mississippi Society of Certi- 
fied Public Accountants, meeting in annual con- 
vention at Greenwood on May 19th, heard ad- 
dresses by A. H. Stone, chairman of the state tax 
commission, and Joe S. Price, state auditor. The 
following were elected officers: 

Robert H. Crook, president; Stewart J. Parker, 
vice-president; D. D. Quin, secretary and treas- 
urer; C. E. Powell, Nelson E. Taylor, Stewart 
J. Parker, Roy C. Brown, Robert H. Crook, 
D. D. Quin and Thomas F. Walsh, governors. 

Meridian was chosen as the next convention 
city. 


Missouri 
St. Louts 


At a recent meeting of the St. Louis chapter 
of the Missouri Society of Certified Public Ac- 
countants, the following officers were elected: 

W. Mayors, president; A. C. Derrick, first vice- 
president; B. L. Sterbenz, second vice-president; 
John Rabenau, secretary, and L. J. Meyers, 
treasurer. 


New Jersey 

The annual meeting of the Society of Certi- 
fied Public Accountants of the State of New Jer- 
sey was held May 21, 1934, at Newark. At this 
meeting a resolution was adopted changing the 
name of the society to the New Jersey Society 
of Certified Public Accountants. 

The principal address was made by Aaron 
Lasser, secretary of the Mercer Beasley school of 
law, who spoke on the legal status of account- 
ants in courts of law and equity. John Flint 
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described the activities of the society in its early 
history. 

Walter R. Darby, in recognition of his service 
to the state and to the accounting profession as 
commissioner of municipal accounts and as state 
auditor, was elected an honorary member of the 
society. 

Announcement was made that revisions to 
the constitution and by-laws of the society had 
been approved by a mail ballot of the members. 

The following officers were elected: Philip S. 
Suffern, president; Julius E. Flink, first vice- 
president; John A. Conlin, second vice-president; 
Theodore Krohn, secretary; W. Melville Cour- 
sen, treasurer; Frederick Banks, A. H. Puder, 
James J. Hastings, Harold A. Eppston and Peter 
C. Wiegand, trustees; Robert Caruba and Louis 
E. Schotz, auditors. 


New York 


Banking, legal, accounting and _ corporate 
phases of the federal securities act and the 
securities exchange act were discussed at the 
annual meeting of the New York State Society 
of Certified Public Accountants, held on May 
14th at New York. 

The speakers were Samuel W. Reyburn, former 
director of the Federal Reserve Bank and presi- 
dent of the Associated Dry Goods Corporation of 
New York; Hugh Knowlton, investment banker; 
H. Theodore Sorg, attorney, and C. Oliver Well- 
ington, chairman of the sub-committee on the 
securities act of the American Institute of 
Accountants. 

At this meeting all officers were re-elected to 
serve during the ensuing year. 

The Albany chapter of the society was formed 
at a meeting on May 24th, attended by Walter 
A. Staub, president of the state society; Louis H. 
Renn, executive assistant to the president, and 
by accountants of Albany, Troy and Schenectady. 
Raymond J. Hannon was elected president of 
the new group. Other chapters have been 
formed recently at Rochester, Buffalo and Syra- 
cuse. 

A regional meeting of the four chapters and 
the stat. society will be held at Skaneateles Lake, 
near Syracuse, on June 29th. Mr. Staub will 


discuss the recently enacted federal income-tax 
law. 


North Carolina 
The annual meeting of the North Carolina 
Association of Certified Public Accountants was 
held at Greensboro on May 18th and 19th. The 


meeting was under the chairmanship of William 
E. Stevens, president of the state group. Ar- 
rangements were made by a special committee 
consisting of George E. Perrin, chairman; J. J. 
Lindsay and Thomas P. ZumBrunnen. 


ASHEVILLE 


A synopsis of the proceedings of the annual 
meeting of the state society was given by William 
E. Stevens, state president, at a meeting of the 
Asheville chapter on May 26th. Hugh J. Toland 
served as chairman. 


CHARLOTTE 


The Charlotte Accountants’ Club held its 
monthly luncheon meeting on May 26th. Speak- 
ers were N. S. Zeigler, J. M. Vanhoy, E. B. 
Taylor and O. N. Hutchinson. Leslie A. Heath, 


chairman of the group, was in charge of the 
meeting. 


Ohio 
Members of the Ohio Society of Certified Pub- 
lic Accountants were guests of the Toledo Bar 
Association at a meeting at that city recently. 
They heard an address on the subject of “An- 
tagonisms in the 1934 revenue act” by George 
M. Morris, of Washington, D. C., chairman of 


the special taxation committee of the American 
Bar Association. 


Pennsylvania 
Arrangements are nearing completion for the 
annual meeting of the Pennsylvania Institute of 
Certified Public Accountants, to be held at the 
Bedford Springs hotel, Bedford, on June 2lst, 
22nd and 23rd. J. M. Cumming of Pittsburgh, 
is general chairman. 


HARRISBURG 


Annual elections were held at a meeting of 
the Harrisburg chapter of the Pennsylvania 
Institute on May 25th. Following are the officers 
to serve for the coming year: 

Charles E. Procasco, chairman; Harry Ness, 
vice-chairman; Paul L. Miltenberger, treasurer; 
Edward A. Schneider, secretary; Clifford Mayers, 
auditor; Charles J. Rowland and Norman F. 
Kime, executive committeemen. 


PHILADELPHIA 


A regional conference on accounting was held 
on May 15th and 16th in conjunction with the 
annual meeting of the Philadelphia chapter of 
the Pennsylvania Institute. The principal ad- 
dresses were by O. Howard Wolfe, cashier of a 
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Philadelphia bank, who spoke on “The guaran- 
tee of bank deposits,” and by F. Cyril James, of 
the Wharton school, University of Pennsylvania, 
who discussed “Monetary policy and the future 
of American business.” 

The following officers were elected: 

J. Cyril McGarrigle, chairman; A. Karl Fischer, 
vice-chairman; Frank S. Glendening, secretary, 
and John C. Parry, Jr., treasurer. 


SCRANTON 


The annual meeting of the Scranton chapter 
of the Pennsylvania Institute was held on May 
25th, when the following officers were elected: 

J. F. W. Heinbokel, chairman; J. Donald Not- 
man, vice-chairman; Earle Herbert, secretary; 
W. D. Stowe, treasurer, and Frank H. Wills, 
director. 


Virgini 

The Virginia Society of Public Accountants 
has eliminated the usual spring meeting from 
its schedule and substituted for it a two-day 
meeting to be held at Virginia Beach on Sep- 
tember 7th and 8th. The one-day September 
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meeting heretofore held at Richmond has also 
been cancelled. 
Washington 

The annual meeting of the Washington So- 
ciety of Certified Public Accountants was held 
on May Iith and the following officers elected 
for the coming year: 

Don S. Griffith, president; Arne S. Hansen, 
vice-president; E. F. Chabot, secretary-treasurer, 
and James M. McConahey, director. John E. 
Chambers, the retiring president, continues to 
serve as a director. 


SEATTLE 


At the annual meeting of the Seattle chapter 
of the Washington State Society, held May 29th, 
the following officers were elected: 

James M. McConahey, president; Harold L. 
Scott, vice-president; Edward P. Tremper, sec- 
retary-treasurer; R. C. Mounsey, director, and 
Samuel E. Friedman, director. The following 
were elected directors of the state society as 
representatives of the chapter: Harold L. Scott, 
Charles $. Cowan, Wallace O. Greig, L. H. Tay- 
lor, R. C. Mounsey and Fletcher O. Johnson. 


ANNOUNCEMENTS 


Boyden, Yardley & Guay, accountants 
and auditors, have announced the re- 
moval of their offices to 120 Boylston 
st., Boston. 


Gray, Scheiber & Co., certified public 
accountants, have announced the re- 
moval of their offices to 42 Broadway, 
New York. 

Herbert Hess & Co., certified public 
accountants, announce the removal of 
their offices to 116 John st., New York. 


Phillip. A. Hershey & Co. announce 
the opening of offices at suite 514, 405 
Montgomery st., San Francisco. Mr. 
Hershey formerly practiced at 1201 Cen- 
tral Bank bldg., Oakland, Cal. 
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The removal of the uptown offices of 
Lybrand, Ross Bros. & Montgomery to 
1 East 44th st., New York, was an- 
nounced in the Bulletin for May. The 
firm retains its downtown New York 
offices at 90 Broad st. 


Lee Perkins, formerly of Belmont, 
Mass., announces his recent affiliation 
as partner with the firm of Carl E. Lon- 
egren & Co., 74 North st., Pittsfield, 
Mass. 


James B. Burleson, of Dallas, Texas, 
has been appointed to serve on the ac- 
countants’ committee for the annual 
meeting of the American Petroleum In- 
stitute to be held at Dallas, November 
12th to 15th, 1934. 


